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After three decades of reform and opening-up, China's economy has experienced 
sustained and rapid growth. However, the gap of economic development between 
regions has always existed. Unbalanced regional economic development by many 
factors, but different capital allocation efficiency is one of the important factors that 
create the regional economic disparities especially for countries whose investment is 
the main force of economic growth. So, what affect the efficiency of capital allocation? 
Existing literature mainly study the impact of the formal system such as financial 
development and so on of capital allocation. However, the role of the informal system 
such as social capital should not be overlooked in this emerging economic market. 
Therefore, we selected social capital, government intervention as a new research 
perspective to enrich the capital allocation efficiency field. Furthermore, this paper 
discusses the interaction between social capital and government intervention in 
influencing the efficiency of capital allocation. 
Using data of 35 industries in the 30 regions from 2000 to 2010, the paper 
estimate the capital allocation efficiency with Wurgler’s (2000) model to study the 
impact of social capital and government intervention on the regional capital allocation 
efficiency, and the interaction of social capital and government intervention. Here are 
our conclusions: Capital allocation efficiency is higher in the regions of higher social 
capital and lower government intervention. Further study found that social capital and 
government intervention are alternative in influencing the efficiency of capital 
allocation; the impact of social capital on regional capital allocation efficiency is more 
significant in the areas of higher government intervention. This paper provides new 
perspectives of the differences of capital allocation efficiency, and expands the study 
scope of social capital, also provides policy suggestion for government. 
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